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AN ACT relating to Social Security coverage of public employees.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 61.410 is amended to read as follows:

(1)
It is declared to be the policy of the General Assembly to extend the federal old-age, survivors,[and] disability, and hospital insurance coverage to all public employees regardless of whether the[such] employees are occupying positions which are covered by a retirement system; but no employee occupying a position to which KRS 161.220 to 161.710 are applicable shall be held to fall within the class of persons sought to be affected by this statement of policy except for employees of the state universities[, Kentucky State College,] and public junior colleges.

(2)
It is also the policy of the General Assembly that the protection afforded public employees by membership in a retirement system or by the right to receive periodic benefits under a retirement system will not be impaired as a result of any agreement made between the Commonwealth and the commissioner[secretary] pursuant to KRS 61.410 to 61.500.

(3)
The General Assembly ratifies the extension of federal old-age, survivors,[ and] disability, and hospital insurance coverage to public employees in positions covered by a retirement system prior to June 14, 1962, if the procedures specified by former KRS 61.430(6) were substantially followed.

Section 2.   KRS 61.420 is amended to read as follows:

For the purpose of KRS 61.410 to 61.500:

(1)
"Wages" means all remuneration for employment as defined in subsection (2) of this section[herein], including the cash value of all remuneration paid in any medium other than cash, except that the[such] term shall not include that part of the remuneration which, even if it were for "employment" within the meaning of Federal Insurance Contributions Act, would not constitute "wages" within the meaning of that act;

(2)
"Employment" means any service performed by an employee in the employ of the Commonwealth, a political subdivision, or an interstate instrumentality, for those employers, except (a) service of an emergency nature, (b) service which in the absence of an agreement entered into under KRS 61.410 to 61.500 would constitute "employment" as defined in the Social Security Act, or (c) service which under the Social Security Act may not be included in any agreement between the Commonwealth and the commissioner[secretary] entered into under KRS 61.410 to 61.500; except[provided, however,] that service, the compensation for which is on a fee basis, may be excluded in any plan approved under KRS 61.410 to 61.500, and provided also, that service in any class or classes of positions, the exclusion of which is permitted under the Social Security Act, may be excluded in any plan approved under KRS 61.460;

(3)
"Employee" means any person in the service of the Commonwealth, a political subdivision or an interstate instrumentality of which the Commonwealth is a principal and shall include all persons designated officers including those which are elected and those which are appointed;

(4)
"State agency" means the Division of Social Security, Office of the Controller, which agency shall be subject to the authority of the secretary of finance and administration;

(5)
"Political subdivision," in addition to counties, municipal corporations, and school districts, includes instrumentalities of the Commonwealth, of one (1) or more of its political subdivisions, or of the Commonwealth and one (1) or more of its political subdivisions, and any other governmental unit thereof;

(6)
"Social Security Act" means the Act of Congress approved August 14, 1935, Chapter 531, 49 Stat. 620, officially cited as the "Social Security Act," including regulations and requirements issued pursuant thereto, as that act has been and may from time to time be amended;

(7)
"Federal Insurance Contributions Act" means subchapters[subchapter] A, B, and C of Chapter 21[9] of the Federal Internal Revenue Code and all amendments thereto;

(8)
"Commissioner[Secretary]" means the commissioner of Social Security[Secretary of Health, Education and Welfare] and includes any individual to whom the commissioner[secretary] may delegate any of the commissioner's[his] functions under the Social Security Act; and, with respect to any transactions regarding insurance coverage occurring prior to April 11, 1953, includes the federal security administrator and any individual to whom the administrator[he] may have delegated any of the administrator's[his] functions under the Social Security Act; and, with respect to any transactions regarding insurance coverage occurring from April 11, 1953 to March 30, 1995, includes the secretary of health and human services and any individual to whom the secretary may have delegated any of the secretary's functions under the Social Security Act;
(9)
"Insurance coverage" means coverage by the old-age, survivors,[ and] disability, and hospital insurance provisions of the Social Security Act[; 

(10)
"Sick leave with pay" means any payment made in lieu of salary on account of sickness or accident disability].

Section 3.   KRS 61.430 is amended to read as follows:

Consistent with the terms and conditions of KRS 61.410 to 61.500[61.490], the state agency, with the approval of the Governor, is hereby authorized to enter into an agreement with the commissioner[secretary] for the purpose of extending insurance coverage to employees with respect to services specified in the[such] agreement which constitute employment as defined in KRS 61.420. An agreement entered into under this section may contain provisions relating to coverage, benefits, contributions, effective date, modification and termination of the agreement, administration and other appropriate provisions as the state agency and commissioner[secretary] shall agree upon. Any agreement, subject to the provisions of the Social Security Act, shall provide in effect that:

(1)
Insurance coverage shall be provided for employees whose services are described in the agreement, and their dependents and survivors on the same basis as though the[such] services constituted employment within the meaning of Title II of the Social Security Act;

(2)
The state shall pay to the secretary of the Treasury, at[ such] times[ as may be] prescribed under the Social Security Act, contributions with respect to wages equal to the sum of the taxes imposed by sections 3101[1400] and 3111[1410] of the Federal Insurance Contributions Act if the services covered by the agreement constitute employment within the meaning of that act;

(3)
Insurance coverage will be afforded with respect to services performed after an effective date specified in the agreement or modification thereof; except[provided, however,] that the effective[such] date shall not be earlier than January 1, 1955, in the case of an agreement or modification made between January 1, 1955, and January 1, 1958; or earlier than January 1, 1956, in the case of an agreement or modification made at any time in the years 1958 or 1959; or earlier than the first day of the year in which the agreement or modification was made, in the case of an agreement or modification made at any time between January 1, 1960, and July 1, 1962; or earlier than the first day of the fifth year preceding the year in which the agreement or modification is made, in the case of an agreement or modification made at any time after July 1, 1962;

(4)
Insurance coverage shall be afforded with respect to all services constituting employment; except that[provided, however,] in order for insurance coverage to be afforded with respect to services performed in the employ of a political subdivision of the state there must be in existence in regard to those services a plan which meets the requirements of KRS 61.460;

(5)
Subject to the provisions of KRS 61.435, insurance coverage shall be afforded with respect to all services in positions covered by a retirement system; except[provided, however,] that no agreement shall[will] be effective to afford insurance coverage to any services performed in positions to which KRS 161.220 to 161.710 are applicable except for services performed in positions in a state university[college] or public junior college.

Section 4.   KRS 61.435 is amended to read as follows:

(1)
In order for any service performed by an employee in a position covered by a retirement system to be included in an agreement as permitted by KRS 61.430, a majority of the members of the[such] retirement system must vote in the affirmative on the question of whether the service covered by the retirement system should be included in the agreement. The procedure for obtaining the vote of the members of the retirement systems shall be as follows:

(a)
Upon request of the political subdivision concerned, the Governor shall authorize a referendum within the retirement system concerned and designate an agency or individual to supervise the manner of conducting it;

(b)
Any[ such] referendum shall be conducted in accordance with the requirements of Section 218 (d) (3) of the Social Security Act;

(c)
The votes shall be cast in secret on written ballots;

(d)
An opportunity to vote shall be given only to those employees who occupied positions covered by the[such] retirement system, and were members of the[such] system, on the date upon which the notice of referendum was given and on the date upon which the referendum was held; and

(e)
Notice that the referendum is to be conducted shall be given to every member of the retirement system at least ninety (90) days before the date the referendum is held.

(2)
Upon receiving satisfactory evidence that the conditions specified in this section and Section 218 (d) (3) of the Social Security Act have been fulfilled, the Governor or any agency or individual designated by him shall so certify to the commissioner[Secretary].

(3)
For purposes of this section, in any case where a retirement system covers the employees of two (2) or more political subdivisions, or of the Commonwealth and one or more political subdivisions, there are deemed to exist separate retirement systems with respect to the Commonwealth or each political subdivision. Also for purposes of this section, where a retirement system covers the employees of one or more of the state universities[colleges] or of one or more of the public junior colleges or of any combination of[ such] state universities[colleges] there shall be deemed to exist separate retirement systems with respect to each state university[college] and each public junior college.

Section 5.   KRS 61.440 is amended to read as follows:

Any instrumentality jointly created by this state and any other state or states is hereby authorized, to the extent that this Commonwealth may confer authority, (1) to enter into an agreement with the commissioner[federal security administrator] whereby the benefits of the federal old-age,[ and] survivors, disability, and hospital insurance system shall be extended to employees of the[such] instrumentality, (2) to require its employees to pay (and for that purpose to deduct from their wages) contributions equal to the amounts which they would be required to pay under subsection (1) of KRS 61.450 if they were covered by an agreement made pursuant to KRS 61.430, and (3) to make payments to the secretary of the treasury in accordance with the[such] agreement, including payments from its own funds, and otherwise to comply with the[such] agreement. The[Such] agreement shall, to the extent practicable, be consistent with the terms and provisions of KRS 61.430, and all other terms and provisions, of KRS 61.410 to 61.500.

Section 6.   KRS 61.460 is amended to read as follows:

(1)
Each political subdivision of the state is hereby authorized to submit for approval by the state agency a plan for extending insurance coverage to employees of the[such] political subdivision; except[provided, however,] that no[ such] plan shall provide insurance coverage to an employee occupying a position to which KRS 161.220 to 161.710 are applicable except for employees of the state universities[colleges] and public junior colleges. Each[ such] plan and any amendments thereof shall be approved by the state agency if it finds that the[such] plan, or the[such] plan as amended, is in conformity with[ such] requirements as are provided in administrative regulations of the state agency, except that no[ such] plan shall be approved unless:

(a)
It is in conformity with the requirements of the Social Security Act and with the agreement entered into under KRS 61.430;

(b)
It provides that all services which constitute employment and are performed in the employ of the political subdivision by employees thereof, shall be covered by the plan;

(c)
It specifies the source or sources from which the funds necessary to make the payments required by paragraph (a) of subsection (3) and by subsection (4) of this section are expected to be derived and contains reasonable assurance that those[such] sources will be adequate for that[such] purpose;

(d)
It provides for[ such] methods of administration of the plan by the political subdivision as are found by the state agency to be necessary for the proper and efficient administration thereof; and
(e)
It provides that the political subdivision will make[ such] reports, in the[such] form and containing the[such] information, as the state agency may from time to time require, and will comply with any[such] provisions[ as] the state agency or the commissioner[secretary] may from time to time find necessary to assure the correctness and verification of the[such] reports[; and

(f)
It authorizes the state agency to terminate the plan in its entirety, in the discretion of the state agency, if it finds that there has been failure to comply substantially with any provision contained in such plan, such termination to take effect at the expiration of such notice and on such conditions as may be provided by regulations of the state agency and as may be consistent with the provisions of the Social Security Act].

(2)
The state agency shall not finally refuse to approve a plan submitted by a political subdivision under subsection (1) of this section[, and shall not terminate an approved plan,] without reasonable notice and opportunity for hearing to the political subdivision affected thereby.

(3)
(a)
Each political subdivision for which a plan has been approved under this section is authorized to and shall pay into the contribution fund, with respect to contributions due for wages paid prior to 1987, at the[such] time or times as the state agency may by administrative regulation prescribe, contributions in the amounts and at the rates specified in the applicable agreement entered into by the state agency under KRS 61.430; and, furthermore, in anticipation of the due date of any payments of contributions required by this paragraph[herein], is authorized to and shall make any[such] advancements [as ]the state agency, by administrative regulation or contract, may require.

(b)
Each political subdivision is authorized to and shall make the[such] payments as are determined by the state agency to be necessary for the purpose of defraying the expenses incurred by the state agency in administering KRS 61.410 to 61.500 for the benefit of those employees covered under any plan approved under subsection (1) of this section, but in no event shall such amount be greater than five percent (5%) of the contributions required under paragraph (a) of this subsection. The[Such] payments shall be made into the State Treasury and shall be credited to a separate trust and agency fund to be used by the state agency solely for the purpose stated in this paragraph[herein].

(c)
Each political subdivision required to make payments under paragraph (a) of this subsection is authorized, in consideration of the employee's retention in, or entry upon, employment after the effective date of KRS 61.410 to 61.500, to impose upon each of its employees, as to services which are covered by an approved plan, a contribution with respect to wages received for each calendar year, at the rate established by the Federal Insurance Contributions Act, as amended, and the Social Security Act, as amended. Contributions so collected for wages paid prior to 1987 shall be paid into the contribution fund in partial discharge of the liability of the[such] political subdivision under paragraph (a) of this subsection. Failure to deduct the[such] contribution shall not relieve the employer of liability therefor.

(4)
Delinquent payments due under paragraph (a) of subsection (3) of this section, with interest at the rate prescribed by Section 218 (j) of the Social Security Act, may be recovered by action in the Franklin Circuit Court against the political subdivision liable therefor or may, at the request of the state agency, be deducted from any other moneys payable to the[such] subdivision by any department or agency of the state.

[(5)
Each political subdivision may exclude sick leave with pay from wages if such payments are made under a plan or system approved by the state agency for Social Security. Any such plan or system shall conform to the Social Security Act and to any regulations promulgated thereunder.]
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